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REPORT OF INDEPENDENT CERTIFTED PUBLIC ACCOI'NTANTS

The Board of Trustees
Hospital District. #1 of Crawford County, Kansas

we have audited the accompanying financial statemenEs of the business-t14pe
activity of HospitaL Dist.rict #1 of Crawford CounEy, Kansas (Hospital), as of and
for the years ended December 3!-, 2018 and 20L7, which coll-ectively comprise the
Hospital's basic financial- st.atements as listed in the table of contents and the
related notes to Ehe financial stat.ements.

MaD.agemeat t s RespoasibiTiEy Eor Eh,e Finaaeial StatemenEs

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted.
in the United States of America; this inctudes the design, implementiti-on, -and
maintenance of internal control relevant. to the preparation and fair presentation
of financial statements t.hat are free from material misstatement, whether due to
fraud or error.

AudiEor' s Respoas ibiT ity
our responsibility is to express an opinion on these financial statements based
on our audits. we conducted our audits in accordance with auditing standards

the United States of America and the Kansas Munici_pal Audit
. These standards require that we @onable assurance about whether the financial statements are

free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures select.ed
depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial st.atements, whether due to fraud or error.
In making t,hose risk assessments, the audit.or considers internal conErol relevant
Eo the entity's preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but
not. for the purpose of e>cpressing an opinion on the effectiveness of the entity's
internal- control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting esEimates made by management, as well as
evaluating the overall presentat.ion of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our qualified audit opinion.
Baeis for Qualified Opinion

The 2018 and 2017 financial statements referred to above do not incl-ude financial
data of the Hospital District, #r Crawford Countsy Foundation (Foundat.ion), a
component unit of the Hospital based on t.he nature and significance of the
relationship between the Hospital and the Foundation. Although Ehe HospiEal does
not have ownership of the assets of t.he Foundation, the financial data of the
Foundation should be included in order to conform with accounting principles
generally accepted in the United States of America. If the omitted component
unit had been included for the years ended December 31, 2OLB and 20a7, the
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component unit's assets and net assets would be approximately i221,000 and
$23O,OOO, respectively,'and there would be a decrease in component unit net
asseEs of approximately $9,000 and an increase in component unit net assets of
$32,000 in 2018 and 2017, respectively.

Qualified opinioz

In our opinion, except for the effects on the financial staUements of the
omission described in the preceding paragraph, Ehe financial statements referred
to above present fairly, in all material respecEs, Lhe financial position of the
business-t1pe activity of Hospital District #1 of Crawford County, Kansas, as of
December 31, 2018 and 201-7, and the changes in its net position and its cash
flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other lqatters

Required. Supplementsary Informatioa

The Hospital has omitted a managementrs discussion and analysis that accounting
principles generally accepted in Ehe UniEed SEaEes of America require to be
presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required
by the Governmental Accounting St.andards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. Our opinion on
the basic financial statements is not affected by Ehis missing information.

Other

Our audit,s were conducted for the purpose of forming an opinion on the financial-
statements tshat collecEively comprise Hospj-tal District #1 of Crawford County,
Kansas, basic financial statements as a who1e. The supplementary information
presented on pages 19 through 23 is for purposes of additional analysis and is
not a reguired part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial-
statements. The information has been subjected to the auditing procedures
applied in the audits of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to
underlying accounting and other records used to prepare the financial statements
or to the basic financial statements themselves, and other additional procedures
in accordance with auditing sEandards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material
respects, in relation to the basic financial statements as a who1e, except. that
no opinion is expressed as to the adequacy of insurance coveragJe.

The statistical daEa shown on page 24 is presented so1e1y as supplementary
information. This data has been summarized from Hospital records and was not
suJcjected to the audit procedures applied in the audit of the financial
statements. Accordingly, we do not express an opinion on such data.

Ur^Ii* /l *n,!"^l S{^"-- 21c-
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HOSPITAI, DISTRICT #1 OF CRAWFORD COUNTY,

STATEMENTS OF NET POSITION

KANSAS

December 31,

ASSETS AI{D DEFERRED OIITFLOWS OF RESOTIRCES

20!8

CURRENT ASSETS
Cash and invested cash
Patient accounts receivable, net of

al-l-owance for doubtful accounts of
i7L7,000 in 2018 and $700,000 in
2Ot7 (Note A4)

Accounts receivable - other
Estimated settlements due from third-

party payors (Note B)
Inventories (Note A5)
Prepaid expenses
Assets whose use is limited - required

for current liabilities (Note D)

Total current assets

ASSETS WHOSE USE IS LIMITED
By Board of Trustees (Note C)
By donor for capital equipment (Note C)
By bond resol-ution (Note D)

Less amount.s required for current
liabilities

Noncurrent assets whose use is limited

CAPITAI ASSETS, NET (Notes A5, E, F, and

OTHER ASSETS
Other investments, at cost

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows on advance refunding

ToEal assets and deferred
outflows of resources

6 ,7 6g ,396

285 ,17 9
975, 000

l, L25 ,339

2 ,385 ,51_7

340,746

2,074,771,

G) 7,620,1_20

35,100

16 ,499 ,377

541,585

sa7 ,040 ,962

201,7

$ 3,1-90,536

2,295,278
240 ,952

233, 000
47 I ,822
355, 303

98 ,520

6 ,892 ,51-l

245 ,549
975, ooo
902 ,520

2 ,l.23 , o5g

98 ,520

2 , 024 ,549

g ,566 ,465

35,100

l7 ,518 ,525

6l_0,560

$18,129,185

$ 3,308,451

1,926 ,694
224,4LL

175, 000
445 ,893
378,L91

310,745

The accompanying notes are an integral part of these statements.



LIABILITTES AND NET POSITION

CI,RRENT I,IABILITIES
Current portion of capital lease

obligations (Note F)
Current portion of long-term debt (Note G)
Accounts payable and other accrued

liabilities
Accrued payroll and related deducEions
Accrued paid Eime off (Note A10)
Accrued interesE payable

Total current l-iabilities

CAPITAL LEASE OBLIGATIONS, excluding
current portion (Note F)

LONG-TERM DEBT,
(Note G)

Total

l-ess current portion

liabilities

2 018

$ l_23,815
555, 585

336,239
57 6 ,368
4L5,826
L36 ,699

2 , L55 ,532

lo ,9]-1,960

13 ,205 , 592

2017

$ ]-37,684
427,159

407 ,432
521,502
405,l_88
27,L04

L,926 ,069

l_1,550,383

]-3,738,357

(3,810 ,675)
975, 000
902 ,520

5 ,323 ,973

138,100 267,9L5

NET POSITION (Not,e A9)
Invested in capital assets, net of

related debt
Restricted for capital eguipment
Restricted for debt service (Note D)
Unrestricted

Total- net position

(4,L20,339)
975, 000

1,L25 ,338
5 ,955 ,37L

3 , 935, 370 4,390, 818

Total liabilities and net position $17 ,040 ,962 $ 18, 129, 185



HOSPTTA] DTSTRTCT #1 OF CRAWFORD COUNTY, KANSAS

STATEMENTS OF REVENUE, EXPENSES, AND CHANGES TN NET POSITION

Year ended December 31,

Operating revenues
Net patienE service revenue
Other

Total operating revenues

Operating e>(penses
Salaries and wages
Employee benefj-ts
Purchased services and professional fees
Leases and rentals
Other supplies and expenses
Depreciation and amortization

Total operating expenses

operating loss

Nonoperating revenues (expenses)
Investment income
Noncapital contributions
Ad valorem taxes
Interest expense
Gain (loss) on disposal of capital

assets

Nonoperating revenues (expenses), net

Expenses in excess of revenues before
capital contributions

Capital contributions

Decrease in net position
Net position at beginning of year

Net position ats end of year

2018

$16 ,505 ,204
973,747

L7 ,479 ,951

g ,290 ,925
2,202,573
1,7L5, 031

164 , g0g
3,3]-3,745
L ,345 , 260

L8 ,022 ,442

(542 ,49L)

58 ,999

318,589
(453 , 638 )

710

(75,340)

(517,831)
62 ,393

(555,448)
4, 3 90, 8l_8

20L7

$17,250,801
925 ,642

18,177 ,443

9 ,463 ,944
2 ,25L , OL4
1,749,476

L65,727
3 ,351 ,423
1,462 ,645

1,8 , 445 ,230

(257,787)

41,242
600

20L,636
(806,688)

(t_4,915)

(578 , L25)

(845 ,9]-2)
22 ,393

(823 ,529)
5 ,214 ,347

s 4 ,3 90, 818

The accompanying notes are an integral part of these statements.

$ 3,835,370



HOSPITAI DISTRICT #1 OF CRAWFORD COUNTY, KANSAS

STATEMENTS OF CASH FLOWS

Year ended December 31,

Cash flows from operating activities
Receipts from and on behalf of patients
Payments to or on behalf of employees
Pa).ments for supplies and services
Other receipts and payments

Net cash provided by operating
activities

Cash flows from noncapital- financing activities
Ad valorem taxes
Noncapital contributions

Net cash provj-ded by noncapital
financing activities

Cash flows from capital and related financing
activities

Purchases of capital asset,s
Proceeds from disposals of equipment
Repa)rments on capital lease obligaEions
Repayment of long-term debt
Proceeds from issuance of long-term debt
Receipt of contributions restricted for

capital asseEs
Pa)rment of bond issuance costs
Interest paid on long-term debt

Net cash used by capital and related
financing activities

Cash flows from investing activities
Tnvestment income

Net cash provided (used) by investing
activities

Change in cash and cash eguivalents
Cash and cash equivalent,s at beginning of year

Cash and cash equivalents at end of year

Reconciliation of cash and cash eguivalents
Cash and cash equivalents
Cash included in assets whose use is limited

2 018

$16 , 932 ,7 88
(LL,4L7 ,994)

(5 ,254, 83 6 )
990 ,288

1,250,246

3L8,589

318,589

(398,91-5)
710

(t37 ,684)
(427,L59)

62 ,383

(346 ,906)

(L,247 ,57L)

58 ,999

58, ggg

38O ,263
5, 3l_3 , 705

$ 5, 693 , 958

$ 3,308,451
2 ,395 ,5L7

i 5 ,693 ,968

201,7

$]-7,407,76L
(]-L,754, 910 )
(5,274,725)

888 ,420

L ,266 , 546

20L,636
600

202 ,236

(375,309)
50

(204 ,386)
(8 ,984, 980 )

9,775,000

22 ,393
(2L9 ,sLL)
(548, 081)

(1_,535,834)

41, ,242

4L,242

(25 , 8l-0 )

5, 339, 51_5

$ 5, 313 , 705

$ 3, L90,635
2 ,1,23 , 069

$ 5, 313 , 705

The accompanying notes are an integral part of these statements.



HOSPITAI, DISTRICT #1 OF

STATEMENTS OF CASH

CRAWFORD COUNTY, KANSAS

FLOWS - CONTINUED

December 31,Year ended

Reconciliation of operating loss to net cash
provided by operating activities

Operating loss
AdjustmenEs Lo reconcile operating loss

to net cash provided by operating
activities

Depreciation and amortization
Provision for bad debts
Changes in

PatienE receivables
Other receivables
Estj-mated settlements due Eo/from

third-party payors
Inventories
Prepaid expenses
Accounts payable and accrued expenses
Accrued payroll and related deductions
Accrued paid time off

Net cash provided by operating
activiti-es

201-8

$ (sez,49L)

I ,345 ,260
1,L32,253

(7 63 ,669)
L6 ,54L

58, 000
32 ,929

(22,888)
( 71, 193 )

54 ,866
10, 539

I 1- ,2so ,246

20]-7

$ QAI ,787)

L ,462 ,546
1, 143 , 5og

(l_,l_96 ,549)
(38 ,222)

200,000
(6,028)

1_5 , L2g
(L6 , L99)
1,4 ,07 g

(54, 03L)

$ L,256,546

The accompanying notes are an integral part of these staEements.



HOSPITAI DISTRICT #]. OF CRAIIFORD COUNTY, i(ANSAS

NOTES TO FINANCIAI STATEMENTS

December 31, 2018 and 2017

NOTE A - SI]MMARY OF ACCOUNTING POLICIES

A summary of the significant accounting policies of HospiEal Dj-strict #1 of
Crawford County, Kansas, consistently applied in the preparation of the
accompanying financial statements fol-lows.

1. Financial- reporting entity

Hospital District #1 of Crawford County, Kansas (Hospital), j-s a municipal
corporation operating an acute-care hospital located in Girard, Kansas, with a
licensed bed capacity of 25 acuEe-care beds and 10 geriatric psych beds. The
Hospital also provides outpatient and home health service to the community and
surrounding areas. The Hospital is governed by an elected five-member Board
of Trustees.

2. Basis of accounting

The Hospital uses enterprise fund accounEing whereby revenues and expenses are
recognized on the accrual basis using the economic resources measurement
focus.

3. Use of estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilit,ies and di-sclosure of
contingent assets and liabilities at the daEe of the financial statements and
the reported amounEs of revenues and expenses during the reporting period.
Actual- results could differ from these estimat.es.

4. Patient accounts receivable

The Hospital reports patient accounts receivable for services rendered at net
realizable amounts from third-party payors, patients, and others. The
Hospitsal provides an allowance for uncol-lectible accor:nts based upon a review
of outstanding receivables, historical collection information, and existing
economic conditions.

5. Inventories

Inventories are stated at cost as determined using the average cost method.

6. Capital assets

Capital asset acquisitions in excess of $5,000 (including assets recorded as
capital leases) are capitalized and stated at cost. Depreciation and
amortization of capital assets are provided on the straight-1ine method over
the estimated useful lives of the asseEs. The estimated lives used are
generally in accordance with the guidelines established by the American
Hospital Association.

The costs of maintenance and repairs are charged to operating expenses as
incurred. The costs of significant additions, renewals, and betterments to
depreciable properties are capitsalized and depreciated over the remaining or
extended estimated useful lives of the item or the properties. Gains and
losses on disposiEion of capital assets are included in nonoperating revenues
and expenses.



HOSPITAI DISTR]CT #1 OF CRAWFORD COUNTY, KANSAS

NOTES TO FINANCIAL STATEMENTS - CONTINI'ED

December 31, 2018 and 2017

NOTE A - SUMMARY OF ACCOUMING POLICIES - Continued

7. Costs of borrowing

original issue premiums and discounts and deferred outflows on advance
refunding associated with issuance of long-term debt are amortized using the
principal outstanding method over the term of the related debt.

8. Deferred outflows of resources

Deferred outffows of resources
applies to a future period and
expendiEure until then.

9. Net position

represent a consumption of net position thaE
so will not be recognized as an expense or

The net position of the Hospital is presented in the followi-ng four
components:

o Invested in capital assets, net of related debt consists of capital assets
net of accumulated depreciation and reduced by t.he balances of any
outstanding borrowings used to finance the purchase or construction of
those assets.

o RestricEed for debt service - Restricted net posiEion is noncapital net
position that must be used for a particular purpose, as specified by
creditors, grantors, or contributors external to the Hospital.

o Restricted expendable net position - Restricted e><pendable net position is
noncapital net position that must be used for the purchase of capital
assets in accordance with donor restrictions.

. Unrestricted - Unrestricted net position is the remaining net position
that does not meeL the definitions of t,he other three components of net
position.

10. Compensated absences

Hospital policies permit most employees to accumulate benefits (including paid
time away from work to use for personal business, vacation, illness, and
holidays) that may be realized as paid time off or, in limited circumsEances,
as a cash payment. Expense and the related liability are recognized as
benefiLs earned whether the employee is expected to realize the benefit as
time off or in cash. Compensated absence liabilities are computed using the
regular pay and termination pay rates in effect at the statement of net
position date ptus an additional- amount for compensation-relaEed payments such
as social security and Medicare taxes computed using rates in effect aE that
date.

11. Operating revenues and expenses

The Hospital's statement of revenues, expenses, and changes in net position
distj-nguj-shes between operating and nonoperating revenues and expenses.
Operating revenues result from exchange transactions associated with providing
health care services, the Hospital's principal activity. Nonexchange
revenues, including grants and contributj-ons received for purposes other than
capital asset acguisition, are reported as nonoperating revenues. Operating
expenses are all expenses incurred to provide health care services, other than
financing costs.



HOSPITAL DISTRICT #1 OF CRAWFORD COUNTY, KANSAS

NOTES TO FINA}ICIAI STATEMENTS - CONTINTIED

December 31, 2Ol8 and 201'7

NOTE A - ST]MMARY OF ACCOUNTING POLICIES - Conlinued

72. Net patient service revenue

Net patient service revenue J-s reported at established charges with deductions
for discountss, the provision for bad debEs, and contractual adjustments,
including estimated retroactive adjustments under reimbursement agreements
with third-party payors. Retroactive adjustments are accrued on an estimated
basis in Lhe period the related services are rendered and adjusted in future
periods as final settl-ements are determined.

l-3. Charity care

The Hospital provides care to patients who meet certain criteria under its
charity care policy without charge or at amounts less than its established
rates. Because the Hospital does not pursue collection of amounts determined
Eo qualify as charity care, t,hey are not reporLed as revenue. The amounts of
chariEy care provided by the Hospital is disclosed in Note B.

]-4. Ad valorem taxes

The Hospital receives financial support from ad val-orem taxes. The ad valorem
taxes are used for the purchase of capital assets. Ad valorem taxes are
assessed in November of each year and are available for use by the Hospital in
the following year.

15. Income t.axes

The Hospital is classifj-ed as a political subdivision and is under Section 115
of the Internal Revenue Code and is exempt from federal taxes on related
income pursuanE to Section 1l-5 and is not reguired to file federal income tax
returns.

15. Cash and cash equivalents

The Hospital considers all cash and invested cash, including any amounts
included in assets whose use is limited, to be cash equivalents for the
purposes of the cash flow statement. Comparative financial statsements of the
prior year have been restated to reflect this change. This restatement had no
effect on previously reported net position or change in net position.

NOTE B - REIMBURSEMENT PROGRAMS

The Hospital has agreements with third-party payors that provide for payments
to the ltospital at amounts different from its established charge rates. The
amounts reported on the statements of net position as estimated third-party
payors seEtlements consist of management's estimate of tshe differences beEween
the contractual- amounts for providing covered services and the intserim
pa).ments received for those services. A summary of the payment arrangements
with major ttrird-party payors follows:

Medicare - Inpatient and outpatient acute care services and skilled
nursing swing-bed services rendered to Medicare program beneficiaries are
paid under the provisions applicable to critical access hospitals.
Inpatient geriatric psychology services are paid based on prospectively
determined per diem rates. Home health and other physician servj-ces
rendered to Medicare beneficiaries are paid based on prospectively
determined rates.



HOSPITAL DISTRICT #1 OF CRAWFOR.D COUNTY, KANSAS

NOTES TO FINAI{CIAI STATEMENTS - CONTINI,'ED

December 31, 2018 and 20L7

NOTE B - REIMBURSEMENT PROGRAMS - Continued

The Hospital is paid for cost reimbursable items at a tentative rate with
the final settlement determined after submission of annual cost reports by
the Hospital and audits or reviews thereof by the Medicare administratj-ve
contractor. The Hospital's classification of patients under the Medicare
program and the appropriateness of their admission are subject to an
independent review by a peer review organj-zation. The Hospital's Medicare
cosE reports have been audited or reviewed by the Medicare administraEive
contractor through December 31, 20J-6.

Medicaid - Services rendered to Medicaid program beneficiaries are paid at
prospectj-vely determined rates. These rates vary according to a patient
classification system Ehat is based on c1inical, diagnostic, and other
factors. The Hospital receives a hospital-specific add-on percentage to
each cLaim based on previously filed cost reports.

Blue Cross and Blue Shield - A1I services rendered to patients who are
insured by Blue Cross-B1ue Shield are paid on the basis of prospectively
determined rates per discharge or discounts from established charges.

Laws and regulations governing the Medicare and Medicaid programs are
extremely complex and subject to interpretatsion. As a result, there is at
least a reasonable possibility that recorded estimates could change by a
material amounE in the near term.

A summary of gross and net patient service revenue follows:

20),8

Gross patient service revenue
Adjustments to patient service revenue

Third-party contractual adjustments,
discounts, and allowances

Provision for bad debts
Charity care

Net patient service revenue

$ 32, 018,280

(1,4 ,297 , 663)
(1, L32 ,253)

(82 ,1,60)

i 16 ,506 ,204

201,7

$33,705,072

(15 ,]-97, 104 )
(L,L43,509)

(113,558)

$L7 ,250,801

The Hospital- maintains records to identify and monj-tor the leve1 of charity
care it provides. The amount of charges foregone for services and supplies
furnished under its charity care policy for 2018 and 2017, was $82,150 and
$113,558, respectively. The Hospital estimates that the cost of providing
charity care, based on overall cost-to-charge ratios obtained from the
Hospital's cost reports, was i43 ,993 and $59,79L for 2018 and 20]-7 ,

respectively.
The American Recovery and Reinvestment Act of 2009 (ARRA) provides for
incentive payments under the Medicare and Medicaid programs for certain
hospitals and physician pracEices that demonstrate meaningful use of certified
electronic health record (EHR) technology. These provisJ-ons of ARRA are
intended to promote the adoption and meaningful use of interoperabl-e health
information technology and qualified EHR technology.

The Hospital recognizes revenue for EHR incentives when it has reasonable
assurance that it has demonstrated meaningful use of certified EHR technologl
for the applicable period and complied with the reporting conditions to
receive the pa).ment. The demonstration of meaningful use is based upon
meeting a series of objectives and varies between hospital facifities and
physician practices and between the Medicare and Medicaid programs.

10



HOSPITAI DISTRICT #1 OF CRAWFORD COUNTY, I(ANSAS

NOTES TO FINAIICIAI STATEMENTS - COMTTNUED

December 31-, 2018 and 201-7

NOTE B - REIMBURSEMENT PROGRAMS - Cont.inued

AddiEionally, meeting the objectives in order to demonstrate meaningful use
becomes progressively more stringent as its implementation is phased in
through stages as outlined by Centers for Medicare & Medicaid Services. The
Hospital recognized $l-03,388 and $1-72,313 of revenue from Medicaid related to
EHR incentives in 2018 an:d 20L7, respectively. This amount is included with
other operating revenues on the statement of revenue, elpenses, and changes in
net position.

The Hospital incurs both capital expenditures and operating expenses in
connection with the implemenEation of its EHR initiatives. The amounts and
timing of these expenditures do not directly correlate wj-th the timing of the
Hospital's recognition of EHR incentives as revenue.

NOTE C - ASSETS WHOSE USE IS LIMITED BY BOARD OF TRUSTEES AND DONORS

Assets whose use
invested cash and
of capital assets
designated by the
of Trustees.

is limited by Board of TrusLees and donors consj-st of
certificates of deposiE which are to be used for replacement
or for the purchase of additional capital assets. The frrnds
Board may be used for other purposes by action of Ehe Board

NOTE D - ASSETS WHOSE USE IS I,TMITED BY BOND RESOLUTION

Assets whose use is limited by bond resol-uUion at December 31, 201,8 and 20L7,
consist of required accounts to be maintained by the Hospital under the terms
of the Crawford County, Kansas Public Building Commission Refunding Revenue
Bonds, Series 2015 and Refunding Revenue Bonds, Series 2017, resolutions (see
Note G).

Funds held in these accounts consist of invested cash and are summarized as
follows:

Debt service account - Series 2016 and 2017 $
Debt service reserve fr:nd - Series 2017
Cost of issuance fund - Series 2017

Less amounts required for current
l-iabilities

20]-8

3]-0 ,7 46
8L4 ,592

20]-7

46,7L3
804,000
51, 807

L,1_25 ,339

3]-0,746

902 ,520

98 ,52O

Under the terms of the Series 2017 bond
is tso be used for payment of principal
service reserve account is to be used to
principal and interest on the bonds.

# 8L4,592 $ 804, 000

resolution, the debt service account
and interest on the bonds. The debt
prevent any default in the payment of

11



HOSPITAL DISTRICT #1 OF CRAWFORD

NOTES TO FINAI{CIAL STATEMENTS

December 31, 2018 and

NOTEE-CAPTTA],ASSETS

Hospital capital asset additions, retirements,

COUNTY, I(ANSAS

- CONTTNUED

20L7

and balances are as fo]lows:
2018

Land and land improvemenEs $
Buildings
Fixed equipment
t"taj or movabIe eguipment
Leasehold improvements
Projects in progress

Totals at
historical cost

Less accumulated
depreciation and
amortization

Buildings
Fixed equipment
Major mowable equipment
Leasehold improvements

Capital assets, net

Beginning additions/
balance t.ransfers Retirements

8'70 , L84
9,994,a56
7,L81_,773
6,937,799

L33,356

$ 34, 883 $

(7 ,7 60)

Ending
balance

$ 905, 057
9 ,994 , L56
7,1-8L,773
'7,397,'735

L33, 366

(7 ,760) 2s ,602 ,097

457,707

(93 ,675)

398, 91525 ,240 ,942

6 ,528 | 7!6
3,84]-,387
5, 654, 355

520 , OL9

481,508
34L ,7 90
490, 531

31, 43 1
7,760

\6 ,644 ,477 !,345 ,250 7,760

$ 8, 555,465 (946,34s) $

20L7

? ,010,224
4,L83,L7'7
6,L37 ,126

551_, 450

L7 ,98L,97'l

$ 7,620,120

Land and improvements
Buildings
Fixed equipment
Major movable eguipment
Leasehold improvements
Project.s in progress

Totals at
historical cost

Less accumulated
depreciation and
amortization

Buildings
Fixed equlpment
Major movable equipment
Leasehold improvements

Capital assets, net

26,L89,353 L92,655 (L ,77 L ,077 ) 25 ,2LO , 942

Beginning
balance

$ 907,573
L0,067 ,238
7,207,5'75
'7 ,8O5 ,630

133,365
56,78L

6 , O93 ,343
3 ,528 ,456
6,t72,732

604,002

Additions/
transfers

$-

9 ,575
L56,L87

25 ,894

507,744
35L,052
553, 002
50, 851

Retirements

$ (37 ,489)
(73 , O82)
(35,477)

(7,025 ,029)

72,368
3 8, 131

L,O7O,'779
34,834

L , L56 ,7.L2

Ending
balance

870 , L84
9 ,994 ,1-56
7,LgL,773
5,937,788

133,355

5 ,528 ,7!6
3 ,84! ,38'7
5 ,554 ,355

520 , O]-9

L5 ,544,477

$ 8, 556, 455

L6 ,337 ,943 L,462,646

$ 9 ,851-,42O $ (L,259 ,99O) $ (14,955)
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HOSPITAL DISTRICT #1 OF CRAWFORD COUNTY, KANSAS

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2018 and 2017

NOTE F - LEASES

The Hospital leases certain property and equipment under long-term l-ease
arrangements. Capital assets and accumulated depreciation and amortization
incl-ude the following amounts for leases that have been capitalized:

The following is
leases:

a schedule of future minimum

Capital- assets
Less accumulated depreciation

and amortization

2018

i 649,829

313,818

$ 335, ol-L

lease payments under capital

$ 9, 598

The fol-lowing is a summary of changes in capital lease

Principal outstanding at January 1-, 2Ol7
2017 Payments on capital lease obligations
Principal outstanding at December 3L, 2OL7
20L8 Payments on capital l-ease obligations

Principal outstanding at December 31, 201-8

20L9
2020
202]-

Less interest

Less current portion

201,9
2020
202L

Principal

$ 123,815
L2g,07g

L0 , o2l

$ 26t,9]-5

fnterest

i 6,967
2,703

28

Total

$ 13 0 ,782
1,30,792

L0 ,049

271,673
9 ,698

261_,9L5
L23 ,81_5

$ 138,100

obligations:

$ 503, 985
(204 ,386)

399 ,599
(L37 ,684)

$ 261-,9L5

Leases that do not meet the criteria for capitalization are cl-assified as
operating leases with related rentals charged to operations as incurred.
Total- rental expense under operating leases in 2018 and 20L7, was
approximately $155, 000 and $157, 000, respectively.

The fotlowing is a schedule by year of future minimum lease pa].ments under
operating leases as of December 31-, 20a8, that have initial or remaining lease
terms in excess of one year:

$ 98,115
92 ,520
15 ,420

$ 205,056

13



NOTEG-LONG-TERMDEBT

Hospital long-term debt consists of the following:

0? Note payable to Heartland Rural Electric
Coop, issued in September 2009, in the
original amount of $500,000, with an admin-
isErative fee of 1? of the unpaid balance
due annually starting at the inception of
the notse due to Heartland Rural ElecEric
Coop, and an administrative fee of 1? of
the unpaid principal balance due annually
starEing at the inception of the note due
to a 1ocal bank, monthly principal payments
of $5,555 through August 30, 20L9 $

Net unamortized bond premium
Less currenL maLurities

44,444 $ 111, 1L1

Crawford County, Kansas Public Building
Commj-ssion Refunding Revenue Bonds,
Series 2016, issued on March 30, 20L6, in
the original amount of $2,505,000, variable
interest rate of 2.93* 2,400,039 2,455,532

Crawford County, Kansas PubIic Building
Commission Refunding Revenue Bonds,
Series 20L7 , issued on December 28, 2017 ,
in the original amount of $8,775,000,
interest rate of 4.00? 8,470,000 8,775,000

L0,9L4,483 Ll,34]-,543

HOSPITAI DISTRICT #1 OF CRAWFORD COUNTY, KANSAS

NOTES TO FINAI{CIAI STATEMENTS - CONTINUED

December 31, 20LB and 20L7

564 ,062
(555,585)

2017

635 ,899
(427,L59)

$ 10,911,950 $ 11,550,383

The Series 2016 refunding revenue bonds were issued for the purpose of
refunding the Series 20098 bonds. The Series 201-6 refunding revenue bonds are
due in annual installments of varying amounEs wit.h final maturity on
SepEember 1, 2034. InEerest is payable on September 1 of each year. The
initial interest rate on the Series 2015 bonds is 2.93 percent. The raEe will
be adjusted on September L, 2025, to t.he daily yield on 1O-year U.S. Treasury
obligatJ-ons, plus 100 basis poinEs, provided that such rate sha1l not exceed
the maximum 1ega1 limit for interest rates under K.S.A. 10-1009, as amended.

On December 28, 20L7, the Crawford County, Kansas Publ-ic Building Commission
issued #8,775,000 in Refunding Revenue Bonds, Series 2077, (the 201-7 bonds) on
behalf of the Hospital. The proceeds of the 2017 bonds were used to (1) pay
the costs related to issuance of the 20]-'7 bonds, and (2) advance refund
$8,540,000 of the 2009-A bonds maturing during the years from 2018 through
2032 by making an irrevocable deposit with a trustee. The trustee used that
deposit to purchase direct obligations of the United States of America that
will maEure and pay interest in amounts and at times that will provide for
pa)ment of interest on the refunded 2009-A bonds through September 1, 207-9,
and to redeem and pay Ehe $8,540,000 of refr:nded 2009-A bonds on that date at
redemption prices of 100 percent and 102 percent.

L4
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HOSPITAI DISTRICT #1 OF CRAWFORD COUNTY, KANSAS

NOTES TO FINANCIAI STATEMENTS - CONTINUED

December 31, 20L8 and 2017

NOTE G - LONG.TERM DEBT - ConLinued

The refunding EransacEion decreased the total amounE of future debt service
requirements by $720,465. This resulted in an economic gain of $539,730. As
a result of the transaction, a deferred refunding loss of $510,560 was
recog'nized for the difference between the book value of the refunded debt and
the amorrnt required Eo extj-nguish the debt,. This deferred loss is reported as
a deferred outflow of resources on the statement of net position.

The following is a schedule of future maturities of long-term debt:

Principal

$ 566, 585
538,548
550, 581
582,381
604,234

3 ,405 ,5]-]-
3,932,796

723 ,647

sL0,9]-4,483

i 4t0,987
389, 991
358, 858
347,058
324 ,405

I ,249 ,7 84
532,706
2]-,497

$ 97'7 ,572
928 ,639
929 ,439
929 ,439
928 ,639

4,655,395
4 ,465 ,502

7 45 ,1,44

$ LL , 622 ,20L
(9,055,558)
8,775,000

1,1 ,34L,643
(427,L60l

$ 10,914,483

Interest Total

20]-9
2020
202L
2022
2023
2024 - 2024
2029 - 2033
2034

The following is a summary of changes

Principal outstanding at ,January 1,
201-7 payments on long-term debt

in long-term debt:

20t7

2017 long-term debt obligations incurred

Principal outstanding aE December 31, 2OL7
2018 payments on long-term debt

Principal outstanding at December 31, 20LB

The provisions of the 2016 and 2017 Bond Indentures contain covenants which,
among other things, require the segregation of funds for payment of principal
and interest on the bonds (see Note D) and reguire the establishment and
maintenance of charge rates for Hospital services at such l-evel-s so that net
revenues available for debt service of the Hospital will- not be less than
115 percent of the annual debt service requirements on the Hospital's parity
debt, obligations.

NOTE H - LINE OF CREDIT

The Hospital has a $44,444 avail.able line of credit at December 31, 201-8, with
a local bank in connection with the Heartland Rural Electric Coop note payable
(see Note G). No amounts have been drawn againsE this line of credit as of
December 31, 2018.

NOTEI-RISKMANAGEMENT

The Hospital is insured for professional liability under a comprehensive
hospital liabili-ty policy provided by an independent insurance carrier with
limits of $200,000 per occurrence up to an annual aggregate of $500,000 for
all claims made during the policy year. The Hospital is further covered by
the Kansas Health Care Stabilization Fund for claims in excess of its
comprehensive hospital liability policy up to $800,000 pursuant. to any one

$ 3 ,645,286 ; 14 ,559 ,7 69
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HOSPITAI DISTRICT #1 OF CRAWFORD

NOTES TO FINANCIA], STATEMENTS

December 31, 2018 and

NOTE I - RISKMANAGEMENT - ConLinued

COUNTY, KANSAS

- CONTINUED

2017

judgment or settlement against the Hospital for any one party, subject to an
aggregate limiEation for all judgments or settlements arising from all claims
made in the policy year in the amount of $2,400,000. A11 coverage is on a
claims-made basis. The above policies are renewed through March 27, 20L9.
The Hospital intends to renew this coverage on that date and is aware of no
reason why such coverage would be denied at that time.

In addition to the risk disclosed elsewhere in these financial statements and
notes thereto, the Hospital is exposed to various risks of loss related to
torts; tsheft of, damage to, and destruction of assets; errors and omissions,'
injuries to employees; and natural disasters. The Hospital purchases
commercial insurance for these risks.

NOTE .f - DEPOSITS WITH FTNANCTAI INSTITUTIONS

Kansas statutes aut,horize the Hospital, with certain restrictions, to deposit
or invest in open accounts, Eime deposits, certificates of deposit, repurchase
agreements, the State Treasurer's municipal investment pool, and U.S. Treasury
biIls and notes. Also, statutes generally require that financial institutions
pledge securities with a market value egual to total deposits, except for
monies acquired through the receipt of grants, donations, bequests, and gifts,
in excess of F.D.I.C. coverage at any given time and the securities pledged be
deposited with a Kansas state or national bank or trust company, the Federal
Reserve Bank, the Federal Home Loan Bank, or the Kansas State Treasurer.

The carrying amount. of the Hospital's deposiEs with f inancial j-nstitutions was
i4,877,801 and the bank balances were $4,992,481 at December 3!-, 20L8. The
bank balances are categorized as follows at December 31, 2OLBz

Amount insured by the F.D.I.C., or collateralized with
the Hospital's name

Uncollatseralized (amount coll-ateral-ized with securities
held in safekeeping by an aut,horized depository oEher
than the pledging financial- institutionts trust
deparLment, but not in the Hospital's name)

$ 908,137

4 , 084 ,344

i 4,992,48L

NOTE K - DEFINED CONTRIBUTION PENSION PLAN

The Hospital sponsors a defined contribution pension plan that provides
pension benefits for substantially all of iEs employees. In a defined
contribution p1an, benefits depend so1e1y on amounts contributed tso the plan
plus investment earnings. The plan is administered by a third-party insurance
company and can be amended by the Board of Trustees. The Hospital matched
employ-e contributions up to 4 percent of compensation excluding bonuses until
July 1, 20L7. Effective .Tu1y l, 20L7, the Hospital matched employee
contributions up to 3 percent of eligible employee compensation. The
employees can contribute up to the maximum allowed by the Internal Revenue
Service. Tkre employees are ful1y vested in Hospj-ta1 conEributions after
five years of service.
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HOSPITAI DISTRICT #1 OF CRAWFORD COUNTY, KANSAS

NOTES TO FINAI{CIAI STATEMENTS - CONTINUED

December 31, 20L8 and 201-7

NOTE K - DEFINED CONTRIBUTION PENSION PLAN - Continued

For the years ended December 31, 2018 and 20l-7, the Hospital and covered
employees made contributj-ons to the plan as follows:

Hospital contributions
Employee contributions

20L8

150, 688
405,584

2017

L7 9 ,944
40]- ,546

NOTE L - BUDGETARY COMPARISON

The Hospital legally adopted a budget for capital fund expenditures for the
years ended December 31, 201-8 and 20L7. Actua1 capital fund expenditures for
the year ended December 31, 20a8, were $398,915 as compared to the Iega11y
adopted budgeted expendit.ures of $405,000. Actual capital fund expendj-tures
for the year ended December 31, 20L7, were $192,656 as compared to the tegally
adopted budgeted expenditures of $358,403.

NOTE M - RELATED PARTY TRANSACTIONS

Hospital District. #1 Crawford County Foundation (Foundat,ion) was established
in September 1999. The Foundation's Articles of Incorporation provide that
its funds are for the benefit of the Hospital-. The Foundation donated i58,207
and $25,266 in capital contributions to the Hospital- during the years ended
December 31, 2018 and 20L7, respectively.

The Hospital participates in the 340 (B) outpat,ient drug program. One of the
pharmacies that the Hospital utilizes for the program is owned by a member of
the Hospital's Board of Trustees. Approximately $57,000 and $157,000 was
recognized as expense related to pharmacy services provided by the pharmacy in
2018 and 20L7, respectively.

NOTE N - SUBSEQUENT EVENTS

The Hospital has evaluated subseguent events through the date of the
independent certified public accountantst report, which is the date the
financial statements were available to be issued.

L7
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HOSPTTAL DISTRICT #1 OF CRAVIFORD COUNTY, KANSAS

NET PATIENT SERVICE REVENUE

Year ended December 31,

20L8 207'1

Acute care room
Swj-ng-bed room
Intensive care room
Geriatric psych
operating room
Orthopedic
Anesthesiology
Radiology
Laboratory
Respiratory therapy
Physical therapy
Occupational therapy
Speech therapy
Pulmonary Rehab
Medical supplies
Pharmacy
Electrocardiology
Emergency room
Home health
Physician clinics
Community outreach

Gross patient service revenue

Contractual adjustments,
discounts, and allowances

Medicare
Medicaid
Blue Cross
oEher

Provision for bad debts
Charity care

Net patient service revenue

$ 8,283, 3GG $ 23 ,754 ,9l.4

Inpatient

$ 730,181
222, 060
!62 ,7 08

2,'739 t755
730,786

LL2 ,655
4L6 ,297
669 ,268
43 , L73

2O3 ,752
135,'.|6L
LL,239

207 ,998
L,39L,265

70,'738
2,696

4L3 ,032

Outpatient

$ 445,524

205 ,820
2 ,3O3 ,393

L7L,2L8
443 ,806

5 ,292 , 602
5 , O4O ,78L

48,134
924,91-8
252 ,1_32

I ,677
L60,22L
340,379

L,240 ,539
918,384

2,5]-7 , O65
596 ,847

2,809 ,477
33 ,957

Total

s 7,77s ,70s
222, 060
!62 ,7 08

2,946,575
3,034,]-79

L7]-,2L8
556 ,452

5,'70g,ggg
5,7lo , o4g

9L ,307
!,L2g,6'7o

387 ,893
L9 ,856

L60,22L
548,377

2 ,63L , g04
989 , L22

2,5L9,762
595 ,847

3 ,222 ,509
33 .9s7

32 ,0L8 ,28O

Total

$ 7,2O2,92O
251, 803
176,588

3 , 4LL ,572
3 ,zto ,9l.:-

L89,'l!3
505 ,7]-4

5 , 85], ,'104
5,ggo,610

74L , O49
1, 158, 01L

40o,393
28,94]-

21_O , O82
559, 884

2,887,598
788,287

2,5!7,938
678,436

3,677 ,453
35 .455

33,705 tO72

(7 ,357 ,558)
(2 ,482 ,538)
(2,72L,L32)
(1,,'t36 ,42s)
(7 ,732 ,2s3)

(82 ,760)

$ 76,506,204

(8,067 ,126)
(2 ,321 ,073)
(3,058,735)
(t ,739 , 5'7 O)
(1,143,509)

(113,658)

$ 17, 250, 801
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HOSPTTAI DISTRTCT #1 OF CRAWFORD COUNTY, KANSAS

OTHER REVENUE

Year ended December 3L,

Clinic rental
Cafeteria sales
Grants received
340 (B) drug program
EHR incentives
Other

20]-8

3, 800
28 ,959

g ,032
808,917
103,388

20 ,651,

20L7

5, 150
37,134
1_6, 008

690 ,21_3
172 ,3L3

5 ,844

$ 973,747 s 926,542
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HOSPITAI DISTRTCT #1 OF CRAWFORD COUNTY, IGNSAS

OPERATING EXPENSES

Year ended December 31,

20L8 20L7

Nursing service
Intensive care
Swing-bed
Geriatric psych
operating room
Orthopedic
Anesthesiology
Radiology
Laboratory
Respiratory therapy
Physical therapy
Occupational therapy
Speech therapy
Pulmonary Rehab
Central supply
Pharmacy
Emergency room
Home health
Physician cli.nics
Depreciation and amortization
Employee benefits
Administratj-ve and general
Plant operation and

maintenance
Laundry and linen
Housekeeping
Dietary
Nursing administration
Medical records
Community outreach

Salaries

$ 343,330
264 ,909

65
894 ,987
34L,33'7
513, 930

344,2L2
486,378

49 ,7 40
256 ,905
!21,864

194 , L35
67 ,478

222 ,341
L,006 ,364

297,295
2 ,149 ,7 45

L , o22 ,355

134,310

L74,6!9
!62 ,550
113,085
1-56 ,7 98

2 ,293

Other

$ 53, 485
8,239
1, 313

339,388
83,758
45 ,856

354,235
313,000
481_,9L9

7,674
7,660
!,870

11,930
5,L73

624 ,676
6L7 ,929

55 ,773
!2,729

504 ,974
1,345,260
2 ,2O2 ,573

894, 081

442 , O32
56, 850
73 ,65'7

L7 6 ,23L
L,502

l7 ,909

Total

$ 395,8L6
273,!48

L ,37I
L,224,2'75

425 ,095
559,'786
354,235
627 ,2L2
968,297

57 ,4L4
264 ,565
L23,734
11, 930

199, 308
692 , O94
840,270

L ,062 , L3'7
3L0 ,024

2 ,554 ,7!9
! ,345 ,260
2 ,202 , 573
1-,9L6 ,436

5'75,342
55, 850

248 ,27 6
338,781
LL4 ,587
L74,707

2 ,293

Total

$ 377,698
247,207

4,540
!,246 , 84'7

4L4 ,068
599 ,852
358,008
627 ,940
959 ,941
75,29'7

289,2).3
LL6 ,829
13,318

733 ,826
665 , 026
999 ,73O

1,,05L,923
32'7 ,454

2,725,00O
!,462 ,546
2,25!, 0L4
L,887 ,96L

572 , L98
54 ,'7 08

250 ,828
4L0 ,345
1-35 ,720
L83 ,7 49

) -7LA

$ 9 ,280 ,925 $ g ,7 4'J- ,51? $ 1-8 ,022 , 442 $ 78 , 445 ,23O
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HOSPITAI DISTRTCT #1 OF CRAWFORD COUNTY, KANSAS

BAIANCE IN DEPOSITORY COMPARED WITH DEPOSITORY SECURITY

December 31, 20Lg

Bank balances,
December 31, 201-g

Less F.D.LC coverage

First
National Gi-rard Community Farmers
Bank of National National National-
Gi-rard Bank Bank Bank

$3,1-49,920 $t,434,424 $ 208,1,37 $ 200,000
250,000 250,000 208,l.37 200,000

Balance in excess of
F.D.r.C. coverage $2,899,920 $L,184,424 $ - $ -

Market value of securities
pledged $3 , 264 , 822 $L ,'7 54 , 09L $ - $ -
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HOSPITAI DISTRTCT #1 OF CRAWFORD COUNTY, I(ANSAS

ST]MMARY OF INSI'RANCE COVERAGE

December 31, 2018

Federal Insurance Company
Policy No. 3585-70-69, expiring Ntarcia 27, 201,9
Property coverage

Buildings and contents, 95,000 deductible
Blanket, BPP, $5,000 deductible

Business interruption
Computer malicious programming

Cincinnati Insurance Company
Policy No. ENP 030 75 58, expiring March 27, 2O2l
Employee dishonesty-blanket, $10, 000 deductible
Computer fraud, $2,500 deductible
Funds transfer fraud, 92,500 deductible
Forgery, $10, 000 deductible

Kansas Medical Mutual Insurance Company
Policy No. HPL0015133, expiring l,tlarch 27, 2OL9
Professional hospital liability

Professional claims
Kansas HeaLthcare Stabilization Fund coverage
Additional insureds
General liability

Personal- injury and property damage liability
Employee benefits liability, $1,000 deductible

Cincinnat,i Insurance Company
Policy No. EMH 043371,6, expiring Ntarch 27, 2Ol9
Directors' and officers' liabi1ity and trustee

and fiduciary liability, 95,OOO deductible
Employrnent practices liability, 910, 000

deductible
Internet security, $100, 000 deductible

KIIA Workers' Compensation Fund, Inc.
Certificate No. 83, expiring January 1, 2Ol9
Workers compensation

Per accident
Per employee disease
Policy limit employee disease

Cincinnati lnsurance Company
Policy No. 88A0115804, expiring October 28, 20L9
Automobile liability, each accident
Automobile uninsured motorist, each accident
AutomobiLe underinsured motorist, each accident

s23 ,506 ,249
6 ,64]-,275

15, 000,000
100, 000

500,000
200, 000
200,000
200,000

200,000/600,000
800 , ooo /2, 4oo, ooo

1, 000 ,0oo /3, 000, 000

1,000 ,ooo/3,000, ooo
250,000

1, 000, 000

1, ooo, ooo
1,000,000

500,000
500,000
500,000

1, ooo, ooo
1,000,000
1, ooo, ooo
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HOSPITAI DISTRICT #1 OF CRAWFORD COUNTY, KANSAS

STATISTTCAL DATA

(Unaudited)

Year ended December 31,

Patient days
Acute
Swing-bed

Total inpatient

Geriatric psych

outpatient visits

Discharges
Acute
Geriatric psych

Average length of stay
Acute
Geriatsric psych

Beds
Acute
Geriatric psych

Occupancy percent inpatient
Occupancy percent gerJ-atric psych

2 018

768
412

l_, l-90

2,795

L8,079

255
253

3.0
11. 0

25
L0

L2 .93?
7 6 .30t

20]-7

822
455

L ,2gg

2 ,942

19 , L34

258
226

3.2
13.0

25
10

L4.L2Z
80.50?
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